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Annual Report 


innovative, mutuall 


| Logistec provides high quality, specialized services to its marine and ie customers through the 
expertise of its personnel, the use of modern technologies, and a network of strategically located facilities. 
S Logistec will maximize shareholder value through its focus on customer service, operational excellence, 


. and a commitment to growth. 
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Financial Highlights 


(in thousands of dollars except where indicated) 1999 1998 1997 Var. 98-99 War 97-98 Var. 97-99 


Financial Results 


Revenue 167,473 162,962 TSe629 3% 24 % 28 % 
Net income 6,738 6,907 6,151 (2)% 12 % 10 % 
Cash flow from operations 15,450 14,413 11,426 7 % 26 % 35 % 


Financial Position 


Total assets 101,188 97,192 71,220 4% 36 % 42 % 
Working capital 9,409 10,785 1D815 (13)% (32)% (41)% 
Long-term debt 16,368 14,647 gO95 12 % 61 % 80 % 
Shareholders’ equity 51,333 46,400 59515 11 % 17 % 30 % 


Per Share Information* 


Net income ($) 1.03 1.07 0.96 (4)% 12 % 7 % 
Cash flow from operations ($) 2.36 DIAS 1.78 6 % 26 % 33 % 
Shareholders’ equity ($) 7.83 TAS) 6.14 9 % 17 % 28 % 
Outstanding shares 

(weighted average in thousands) 6,546 6,451 6,435 
Prices of shares at December 31: 

Class A ($) 13.00 12.67 10.67 

Class B ($) 11.50 12.33 11.00 
Dividends per share 

Class A ($) 0.21 0.20 0.20 

Class B ($) 0.231 0.22 0.22 


Selected Ratios 


Return on average equity 13.79% 16.08% 16.62% 
Net income/Revenue 4.02% 4.24% 4.68% 
Long-term debt/Shareholders’ equity 32% 32% 23% 
Price of Class B Share/Earnings 11.17 11.53 11.50 
Price of Class B Share/ 

Cash flow from operations 4.87 5.52 6.19 


* Figures from prior years have been changed in order to reflect the stock split of 1999. 


Revenue Net Income Cash Flow from Operations 
(millions 3) (millions $) (millions $) 
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to Shareholders 


; ‘com any to minimize im d of d downturn | In Some market seemen 
and to achieve results notably equivalent to the previous year. 
y: i Consolidated revenues increased to $167.5 million, 
: compared with $163.0 million in 1998, while net earnings 
decreased marginally to $6.7 million or to $1.03 per share, 


from $6.9 million or $1.07 per share in 1998. Cash flow from 
operations rose 7 % to $15.5 million or to $2.36 per share. 
Financially, Logistec ended 1999 on solid ground. Despite 
the injection of $17.5 million into business acquisitions and our 
ongoing capital expenditure program, long-term loans only rose 
slightly, from $14.6 million to $16.4 million. Working capital 


remained at a satisfactory level of $9.4 million 


Marine Services 

Revenues from marine services reached $156.1 million during 
the past year, up 4% over 1998. This increase in volume was fuelled 
primarily by the acquisition of Fednav’s stevedoring and terminal 
activities in Montreal in the spring of 1999. However, this new terminal's 
contribution to our business volume was offset by a reduction in steel 
imports and forest-product exports on break bulk carriers throughout 


Canada and the United States 
Operating results for our marine services depend largely on the cargo 
trends of customers in a multitude of industrial sectors. Logistec handles 
containers, steel, temperature-controlled food products, bulk commodities, forest 
products and other break bulk cargoes. Any market changes in these sectors can 
affect the volumes of cargo we handle at our terminals. Lower volumes of steel 
imports and forest-product exports forced us to re-align costs downwards at those 
terminals. Conversely, our container business was very strong in 1999. All other 
types of cargo handled by Logistec, including temperature-controlled commodities, 
specialty bulk commodities, aluminum and project cargoes, remained at levels similar 


to the previous year 
and Sorel. The transaction, which includes a long-term contract for Logistec’s handling of 


In 1999, Logistec acquired Fednav’s stevedoring and terminal activities in Montreal 

Fednav’s vessels in these two ports, is expected to generate revenues of $15 million annually. 
Transport Nanuk, which specializes in coastal shipping services, and which Logistec 

owns with The North West Company (Quebec), had a good year. The Company benefited 


from the expansion of break bulk cargo shipping in the Arctic region and became the largest 


to Shareholders 


general cargo carrier to the Nunavut territory. In addi- 

tion, its newly formed joint venture, Nunavut Eastern 
Arctic Shipping (NEAS), entered into an agreement Vs 
in which Makivik Corporation of Nunayvik becomes a Js 
shareholder of NEAS. This new agreement ideally positions y ve 
NEAS to achieve its objective: becoming the leading marin /, Y, 
carrier in the Eastern Arctic. ip / 


Fiscal 1999 was a more difficult year for Logistec’s fe 


major customer of our joint venture, Nortec. However, ae 


| 
other port agencies recorded satisfactory results. / / / 


CS ; 


Environmental and Other Services | 
Nineteen-ninety-nine was a year of transitien for Sane A Be ae 
Foreseeing a drop in the PCB decontamination market in cn ada, 
Sanexen made its first sale on the international market. We. e expect | 
this sale, a licensing agreement with a large Japanese ma to be 


followed by other sales of operating licences or equipment. Sanexen 


iy 
repair underground pipes without having to excavate. es ee 


John Springer, Chairman of the Board 


As a founding partner of the Quebec Railway Corporation, Logistec 
\y 
has a significant interest in this business, which yielded a satisfact: hy SOE I 


on the company’s investment. \ \ (Xx 


In fiscal year 2000, we will give high priority to the search for \ ‘ a 


and negotiation of new growth opportunities, both in Canada and oe \ 
the United States. Savane 


Stevedoring, Our Core Business 
Logistec’s management continues to focus on the development of its stevedoring 
and terminal business. Our long-term strategy is rooted in the geographical expansion 
of our network and in the diversification of the cargoes we handle. We strive to serve a 
growing customer base throughout a vast network of facilities. Our strength lies in our 
broad product mix and in our ability to offset the impact of fluctuations in any one indus- 
try on our overall results. We are also committed to further improving our existing facili- 


ties to stimulate internal development, operational excellence, and cost efficiencies. 


\ 


also put considerable energy into the development of technol ei s to cs 


marine agency business because of a costly expansion by a. Le 


\ 


\ 


The past decade has been marked by the special- 


ization of vessels and terminals. We believe that the 
next ten years will bring consolidation and outsourc- 
ing. A number of opportunities for consolidation exist, 
especially in the United States where the industry is still 
fragmented. Little outsourcing has been seen so far in our 
industry, but outsourcing is an evolving trend. Globaliza- 
tion is prompting intensified competition, which in turn 
results in industrial companies divesting their non-core 


businesses. We believe that port activities will fall into this 


Madeleine Paquin, President and Chief Executive Officer 
category and the potential to offer our innovative stevedoring 


services will lead to new growth avenues. 


The Next Year 
The company will be undertaking a number of new challenges 
this fiscal year. In stevedoring, we will implement plans which will 
allow terminals hard hit by lower volumes last year to turn them- 
selves around. Concurrently with these adjustments, we will strive to 
develop new cargo opportunities for our existing terminal network and 
to maximize the operational efficiency of all our facilities. 
At the beginning of calendar 2000, our container terminal in 
Montreal lost two important customers who discontinued their shipping 
services on the North Atlantic due to overcapacity and aggressive competi- 
tion. Although some of their tonnage will undoubtedly be transferred to 
other existing customers of Termont, we will strive to secure new customers 
to make up the lost capacity in the marketplace. 
In early 2000, we sold our 50 percent interest in Nortec Marine Agencies Inc. 
to our partner Norton Lilly International. This investment no longer added value 
to our core stevedoring business and had become marginal financially. 
In fiscal year 2000, we will give high priority to the search for and negotiation 
of new growth opportunities, both in Canada and the United States. As we grow, we will 
remain focused first and foremost on the needs of our ever-expanding customer base to 
fulfill Logistec’s vision: becoming the terminal operator of choice in North America. 
Logistec is a service company. This means that our most precious assets are our 
employees. Unquestionably, the full credit for our company’s success belongs to them. 
We are a team united by core values which include the delivery of outstanding customer 
service, a commitment to profitable growth, a spirit of innovation, operational excellence, 
and absolute professionalism. We will invest considerable efforts in 2000 to ensure that 
our human resources are well trained, motivated and otherwise prepared to meet our 


new challenges. 
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We foresee an improvement in Sanexen’s earnings 
for fiscal 2000. The extent of this improvement will 
depend on how quickly we find solutions for our 
underground pipes and aqueducts rehabilitation service 
capabilities. This service, combined with our PCB 
decontamination activities in Canada and overseas should y 
lead to a renewed upward trend in Sanexen’s earnings in 
fiscal 2000. 


The Future 


Although last year’s financial performance fell short of o 


expectations, Logistec has just ended a decade in which: 


- {thas secured a solid position on the East Coast of the United State 


- it has rejuvenated its staff and adopted modern management tools 
allowing it to improve the competence, flexibility and productivi 


of its employees: 


~ tt has modernized its facilities: and 


_ it has tripled its revenues and profitability. 


While we remain aware of the importance of adjusting the cost s 


of our various terminals more rapidly to fluctuations in the markets the; 


we believe that the company is in excellent financial health and is poised fo 
long-term growth, justifying our enthusiasm about the future. 

Jacques Paquin, Chairman of the Board of Logistec Corporation for the pa 
10 years, resigned from this position at the Company’s Annual Meeting in 1999. 
are pleased to announce that Mr. Paquin, who expertly guided us towards successful, 

structured and profitable growth, has agreed to continue to serve as a director. 

John Springer was appointed as Mr. Paquin’s successor. Mr. Springer is currently 
President of Biehl International Corporation in Texas, a company involved in shipping 
services and the sale, rental, and repair of material handling equipment. Mr. Springer has 
solid. experience in our industry and has been a member of Logistec’s Board of directors 
for over 15 years. 

Two new directors were appointed to our Board in 1999. George Gugelmann, who has 
a Masters in Finance and has worked in banking in the United States, lives in Connecticut 
where Logistec operates three terminals. Brian Mitchell is a chartered accountant and a 
prominent businessman from Vancouver. From 1982 until the sale of his business in 1998, 


Mr. Mitchell was President of Canadian Stevedoring 
Company Limited in Vancouver, a private operator 
active in the same sector as Logistec. 
Finally, we must continue working steadily to 
ensure that we realize the company’s vision by meeting 
the challenges facing us, and by fully exploiting the busi- 
ness opportunities that lie ahead. With the determination, 
commitment, and teamwork, of not only all our employees, 
but also of our board members, suppliers, customers, and 
other business partners, we are convinced that these efforts 
will pay off now and in the future. Therefore we pay special 
tribute here to all of these people, and particularly to our share- 


holders for their continued support. 


y Vl 


Madeleine Paquin 


John Springer 
Chairman of the Board President and Chief Executive Officer 


March 16, 2000 
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Discussion and Analysis 


Logistec Corporation conducts its business in the marine and environmental services sectors. 
In 1999, marine services, consisting of stevedoring, coastal shipping and marine agencies, 
accounted for 93.25% of the Company’s revenues. Logistec also holds a minority interest in a 


short-line railway transportation business. 


Marine Services 
Logistec Stevedoring Inc. 

With operations in 27 ports in the Great Lakes, the St. Lawrence River, the Atlantic Provinces, 
and the East Coast of the United States, Logistec Stevedoring covers the full range of dry cargo- 
handling operations. Logistec Stevedoring is a leading North-American provider of services to 
ship operators as well as to major importers and exporters in the eastern part of the continent. 

Logistec Stevedoring has more than doubled its revenues in the past five years. This growth 
continued in 1999 with the acquisition, early in the year, of Fednav’s stevedoring and terminal 
business in Montreal. Cargo volumes decreased in some ports, however, pushing down profit margins. 

In 1999, competition with container carriers resulted in a sharp decline in the tonnage of 
forest products shipped by specialized vessels through the Company’s terminals. The Port of 
Saint John, New Brunswick, and Marine Port Terminals, Georgia, were hard hit by this situation. 

The strength of the North-American economy, coupled with a huge balance-of-payments 
deficit, has created a major import-export imbalance. This has resulted in a surplus of empty 
containers on the continent that must be returned to exporting countries. To minimize costs, 
container carriers are offering very low prices to North American exporters of forest products. 
This has affected specialized forest products carriers and Logistec Stevedoring alike. A turnaround 
in Asian and South-American economies should partially restore the state of affairs, but in order 
to increase its competitiveness, Logistec Stevedoring must diligently work with customers on 
cutting operating costs for break bulk services. The resulting drop in revenues is estimated at 
more than $10 million for 1999. 

Record-high volumes of steel and other metal imports in 1998, especially in the United 
States, prompted steel producers to file a number of anti-dumping lawsuits. As a result import 
volumes dropped to tonnages closer to historical averages. This situation caused a decline of 
around $6 million in revenues from ports where Logistec Stevedoring handles steel. 

Offsetting this revenue shortfall, Logistec Stevedoring benefited from the additional contribution 
of the acquisition of the bulk and break bulk business from Fednav in Montreal, the increase in 
forest-product imports in Baltimore, and the handling of a larger number of containers at the 
terminals of Saint John and Termont, a 50%-owned joint venture based in Montreal. In addition, 
bulk tonnage was up at Contrecoeur and two new profit centres were created in New Brunswick: 
Autoterm (in Saint John) and Newcastle. Additionally, revenues rose at the Port of Halifax, where 
Logistec benefited from its recently purchased mobile crane. 

The fruit tonnage handled by Logistec Connecticut at Bridgeport held steady due to weekly 
banana shipments and the seasonal movement of citrus fruits. However, Montreal's tonnage of 
perishables declined due to a change in the vessels serving South African countries. These were 
replaced by modern, more versatile, roll-on roll-off vessels that no longer have temperature- 
controlled holds. 
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Revenues by geographic area 


(millions $) 


The contribution to revenues of break bulk cargo operations in Thunder Bay, Sept-Iles, Gros 
Cacouna, Pointe-au-Pic, Québec City, Sorel, and Trois-Riviéres, was similar to the previous year. 
The grain operations in the Great Lakes also had comparable revenues but significant cost reduc- 
tions led to improved operating results. 

Logistec Stevedoring has generally kept its operating expenses under control. However, 
the Marine Port Terminals and Forterm facilities incurred significant operating losses because 
lower revenues prevented them from covering their fixed expenses, and this despite significant 
cost-cutting throughout the year. We also invested in improving the equipment at Marine Port 
Terminals and, although these investments were capitalized, a negative impact on earnings was 
noted for the fiscal year. On the positive side, Logistec Stevedoring is now able to increase its pro- 
ductivity and provide increased quality services to its customers. 

Logistec Stevedoring constantly strives to improve its human resources and industrial 
relations services. A workplace health and safety specialist was hired in 1999, with a mandate to 
help managers use the latest prevention methods and techniques in accordance with the laws 
and regulations in force and to keep all employees up to date with changes in these practices. 

Fiscal 1999 gave rise to the first renewal of the collective agreement at Logistec Connecticut 
and the renewal of the collective agreement with the longshoremen in Halifax. The integration 
of Fednav’s employees went smoothly. Logistec Stevedoring’s strategy remains focused on build- 
ing innovative, mutually beneficial partnerships with employees and labour to give customers a 
competitive advantage. 

Excluding the purchase of Fednav’s assets, which was treated as a business acquisition, Logistec 
Stevedoring dedicated $8.5 million to its capital expenditure program in 1999, roughly equivalent 
to depreciation for the year. These investments were used mainly to upgrade the mobile equipment 
fleet. A portion of this amount also reflects the capitalization of outlays to refurbish important 
pieces of equipment, such as bridge cranes and conveyors, primarily at Marine Port Terminals. 

In the face of uncertainty in some markets, several purchasing decisions were postponed, 
mostly at Termont. Since the end of the year, these decisions have proven to be well-founded as 
two of Termont’s customers have announced their withdrawal from the North Atlantic container 
trade. The impact of these announcements could lead to a revenue shortfall of approximately 
$6 million for Logistec in 2000. However, the effects are likely to be offset by the increase in volume 
from which our customers, who continue in this service, will benefit. In addition, experience has 


shown us that a new shipping line generally emerges quite rapidly to serve relinquished market share. 


Transport Nanuk Inc. 

Logistec Corporation is active in coastal shipping through a 50% equity interest in Transport 
Nanuk. Nanuk’s subsidiaries and Nunavut Eastern Arctic Shipping, a joint venture held with 
Inuit partners in Nunavut and Nunavik, supply the Canadian Arctic in the summer and fall. The 


year 1999 was much better than 1998 due to tight cost controls and a productive start to the season. 


Logistec Marine Agencies Inc. 
Results for the agency business as a whole were down from the previous year. 
The three port agencies — Ramsey Greig, Sorel Maritime Agencies and Lakehead Shipping — 


incurred a drop in sales because of fewer ships in the St. Lawrence/Great Lakes system in 1999. 
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This situation was caused by the lower demand for steel, forest products and other break bulk cargo. 
The profitability of our 50%-owned Nortec was affected by costs related to the start-up 

of new services for an important customer. Logistec Corporation sold its interest in Nortec in 

January 2000. Subsequent to this transaction, the marine agency division accounts for less than 


one percent of the Company’s sales. 


Environmental Services 

Sanexen Environmental Services Inc. (Sanexen) specializes in the decontamination of PCB- 
contaminated equipment and oils, the worldwide marketing of PCB decontamination techniques 
and processes, and the rehabilitation of contaminated sites. In 1998, Sanexen acquired a majority 
interest in Sanexen Technologies Inc., a business that has developed a process to repair under- 
ground pipes without the need for excavation. In March 1999, the latter became a wholly-owned 
subsidiary of Sanexen providing for greater control over perfecting the technology and allocating 
the required resources. 

After two years with a record financial performance, Sanexen sustained a decline in 
revenues and operating income. Revenues from the agreement with Ebara Corporation of Japan 
were not sufficient to offset the drop in Canadian PCB-related business, while international 
efforts, although these remain promising, failed to yield concrete results during the fiscal year. 

Profitability was especially hard hit by the costs related to operating Sanexen Technologies 
and perfecting its process under real operating conditions. Because the market still offers 
strong potential, the resources and expertise of Sanexen’s professionals have been mobilized 


to improve the process. 


Minority Interest 


Logistec Corporation has held approximately 16% of the capital of Quebec Railway 
Corporation Inc. (“QRC”) since the inception of the latter. Consolidated financial statements 
include after-tax profits for QRC without consolidating revenues. QRC had an outstanding year, 
doubling its contribution to Logistec’s earnings compared with the previous year. Logistec’s 


investment is currently worth $3.6 million. 


Year 2000 Compliance 


To date, Logistec Corporation has not detected any problems arising from the Y2K compliance 
of its information systems and has been able to serve customers without any interruption in 
business. Until now, Logistec’s suppliers have also furnished their products and services without 
any Y2K-related interruptions. 

Direct costs associated with assessment and correction of Y2K related problems were within 
the amount budgeted last year and are part of operating expenses. 

In spite of Logistec’s efforts to ensure a smooth transition to the year 2000, the nature of the 
problem does not allow it to obtain absolute guarantees, including those related to the efforts of 
suppliers or other third parties. The above information is provided to the best of our knowledge 
and is subject to change without prior notice. That is the current status of Logistec’s efforts with 


regard to date-related problems. 
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Operating Results 


Logistec posted record revenues and cash flow from operations in 1999, while net earnings 
fell somewhat, compared with the high numbers achieved in 1998. 

Revenues totalled $167 million, up from $163 million in 1998, a slight increase of 2.8%. 
Cash flow from operations rose 7.2% to $15.5 million, compared with $14.4 million one year 
earlier. Net earnings amounted to $6.7 million, down 2.4% from 1998. 

The operating margin was 12.4%, compared with 12.6% for the previous fiscal year. 

An increase in depreciation and amortization expenses, a slight rise in interest costs, and a loss 
on dilution following the exercise of options various Sanexen officers had been granted, also 


had an impact on net earnings. 


Liquidity and Capital Resources 


During the fiscal year, the Company's Class A and Class B shares were split on a three-for- 
one basis and all relevant figures have been adjusted accordingly. 

Shareholders’ Equity topped the $50 million mark for the first time, climbing to $51.3 million 
or $7.83 per share. It should be pointed out that foreign exchange adjustments increased this 
value by $587,000 in 1998 and reduced it by a comparable amount in 1999, or by $562,000, 
following the turnaround in the Canadian dollar at year-end. 

The acquisition of Fednav’s operations was funded in part by the issuance of $5 million in 
long-term debt, the balance and the remaining capital expenditures were financed by cash flow 
from operations. 

Logistec Corporation, therefore, remains solid financially, with a corresponding long-term 
debt/equity ratio of 31.88%. Liquidity levels are also satisfactory, with working capital at a 


comfortable $9.4 million. 


Outlook 

The 1999 upheavals in the shipping industry show that a stevedoring company’s growth 
is tied largely to external development and to new projects. The cost-cutting entailed by global 
economic constraints means that each of the marine terminals must be carefully managed to 


retain customers and protect profit margins. 


Logistec continues to assert its position as a major player in the 
North-American marine shipping industry. With its sound financial 
structure, the Company is on the right track to achieve its objectives 
and is ideally positioned for long-term growth. 


) 
Guy Lequient 


Vice-President, Finance and Development 
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Consolidated statements of income 


years ended December 31 


(in thousands of dollars, except for amounts pertaining to shares) 1999 1998 
Revenue $ 167,473 $ 162,962 
Operating expenses 146,660 142,368 
Margin from operations 20,813 20,594 
Amortization of goodwill 346 324 
Depreciation of fixed assets 8,561 7,663 
Interest on long-term debt 1,545 1,281 
Loss on dilution 156 - 
10,608 9,268 
Income from operations 10,205 11,326 
Share in the results of affiliated companies 668 321 
10,873 11,647 
Income taxes (Note 2) 4,058 4,626 
6,815 7,021 
Non-controlling interests 77 114 
Net income $ 6,738 $ 6,907 
Earnings per share $ 1.03 $ 1.07 
Weighted average number of shares outstanding 6,545,586 6,450,660 
Consolidated statements of retained earnings 
years ended December 31 
(in thousands of dollars) 1999 1998 
Balance at beginning $ 32,630 $ 27,061 
Net income 6,738 6,907 
39,368 33,968 
Dividends 1,429 1,337 
Costs relating to issue of shares and stock split, net of income taxes 30 ] 
1,459 1,338 
Balance at end $ 37,909 $ 32,630 
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Consolidated balance sheets 


as at December 31 


(in thousands of dollars) 1999 1998 
Assets 
Current assets 
Cash and short-term investments $ 4,436 $ 9,121 
Accounts receivable 31,175 32,946 
Income taxes 788 - 
Prepaid expenses 2,763 2,049 
39,162 44,116 
Investments (Note 3) 3,998 3,097 
Fixed assets (Note 4) 
Cost 109,926 97,064 
Accumulated depreciation 56,020 50,905 
53,906 46,159 
Other assets (Note 5) 4,122 3,820 
$ 101,188 $ 97,192 
Liabilities 
Current liabilities 
Short-term bank loans (Note 6) $ 6,168 $ 5,617 
Accounts payable and accrued liabilities 17,002 19,555 
Deferred revenues 1,136 1725 
Income taxes - 466 
Dividends 375 337 
Current portion of long-term debt (Note 7) 5,072 5,651 
29,753 55/551 
Long-term debt (Note 7) 16,368 14,647 
Provision for inspection of vessels 588 425 
Deferred income taxes 2,208 1,653 
Non-controlling interests 938 736 
Shareholders’ equity 
Capital stock (Note 9) 13,170 12,954 
Cumulative currency translation adjustments 254 816 
Retained earnings 37,909 32,630 
51,333 46,400 
$ 101,188 $ 97,192 
On behalf of the Board 
j / 
} Mh AM fr fk 


John Springer 
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Consolidated statements of cash flows 


years ended December 31 


(in thousands of dollars) 1999 1998 


Operating activities 


Net income $ 6,738 $ 6,907 
Items not affecting cash (Note 10) 8,712 7,506 
Cash provided from operations 15,450 14,413 
Changes in non-cash working capital components (Note 10) (3,001) 292 

12,449 14,705 


Financing activities 


Short-term bank loans 551 5,617 
Long-term debt 5,997 10,178 
Repayment of long-term debt (6,331) (3,264) 
Non-controlling interests 120 4 
Payments to non-controlling interests (151) - 
Issue of shares, net of related costs 216 728 
Costs relating to stock split, net of income taxes (30) = 
Dividends (1,391) (1,333) 
(1,019) 11,930 


Investing activities 


Investments - (1,704) 
Fixed assets (8,803) (15,044) 
Other assets (548) - 
Acquisition of subsidiaries (Note 11) (100) (8,778) 
Acquisition of a business (Note 11) (7,000) - 
Proceeds from disposal of investments and fixed assets 381 665 
Dividends received from affiliated companies 29 17 
(16,041) (24,844) 
Cumulative currency translation adjustments (74) (189) 
Net change in cash (4,685) 1,602 
Cash and cash equivalents at beginning 9,121 7,519 
Cash and cash equivalents at end 4,436 9,121 
Working capital 

Current assets 39,162 44,116 
Current liabilities 29,753 33,331 

$ 9,409 $ 10,785 
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Notes to consolidated financial statements 


Years ended December 31, 1999 and 1998 
(column figures are shown in thousands of dollars) 


1 . Significant accounting policies 


Consolidation 

The consolidated financial statements include the accounts of the Company and its subsidiaries. Acquisitions of all subsidiaries are 
accounted for by the purchase method, and results of operations are included in the consolidated financial statements from the date 
of acquisition of control. Investments in joint ventures are accounted for by the proportionate consolidation method. All intercompany 
transactions are eliminated. 


Investments 
Portfolio and other investments are stated at cost. The investments in the affiliated companies are accounted for under the equity method. 


Fixed assets and depreciation 
Fixed assets are stated at cost and are depreciated on the straight-line method at annual rates calculated on their estimated useful lives. 


The gain or loss on disposal of fixed assets is included in income. 


Goodwill 

Goodwill represents the excess of investment costs in subsidiaries over the value of their net tangible assets. The Company periodically 
reviews the net carrying amount of its goodwill to determine its recovery on a long-term expectation, using the undiscounted future 
cash flow method. The Company amortizes its goodwill under the straight-line method over periods that do not exceed forty years. 


Provision for inspection of vessels 
Each year, the Company accrues an amount necessary to cover the estimated cost of surveys required on each vessel. 


Deferred income taxes 
Deferred income taxes result from timing differences between the accounting income and taxable income, mainly due to depreciation 
of fixed assets. 


Currency translation 
Revenue and expense items arising from transactions in foreign currencies and from the foreign integrated subsidiary are converted into 


Canadian dollars at the rates in effect on transaction dates. Assets’ and liabilities’ monetary items on the balance sheets are translated 
into Canadian dollars at the rates in effect at the balance sheets date; non-monetary items are translated at the rates in effect on the 
transaction dates. Exchange gains or losses arising from translations of monetary items are recognized in income. 


Most of the Company's foreign operations are self-sustaining. Assets and liabilities are translated at the rates in effect at the balance 
sheets date; revenue and expense items are translated at the rates in effect on transaction dates. Gains or losses arising from translation 
are deferred and recorded in the balance sheets under the heading “Cumulative currency translation adjustments’. 


Agency operations 
A joint venture acts as an agent for clients. Assets and liabilities pertaining to transactions for the account of these clients are not included 
in the balance sheets of the Company. 


Pension plans 

Pension costs are calculated regularly by independent actuaries. They are expensed annually and represent the sum of the following items: 

* Costs of pension benefits for services rendered during the year, calculated using the projected benefit actuarial method prorated on 
years of services; and 

* Amortization, calculated on the expected average remaining service life of employees and on the annual level contribution method, 
(1) of adjustments arising from plan and assumption amendments, (ii) of experience gains and losses and (iii) of pension plan 
surpluses or deficits determined at their implementation or at the adoption of this policy. 


The cumulative difference between amounts accounted for as pension costs and funded contributions is included in “Accounts payable 
and accrued liabilities” in the balance sheets. 


Earnings per share 
Earnings per share is calculated using the weighted average number of shares outstanding during the year. 


2 
aa. iNCOme taxes 


The following table is a reconciliation of the difference between the statutory income tax rate and the effective income tax rate: 
1999 1998 


Deferred income taxes increased by $555,000 (decreased by $104,000 in 1998). 
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5. 


a 


iS 


6 


Investments 1999 1998 
Affiliated companies $ 3,607 SoG 
Portfolio and other investments (market value $426,000; $200,000 in 1998) 391 130 
$ 3,998 $ 3,097 
1999 
. Accumulated Net 
Fixed assets Rates Cost depreciation amount 
Land -% §$ 23 $ - $ 23 
Buildings 5 to 20 7,538 2,164 5,374 
Vessels 8 toll 8,081 4,654 3,427 
Machinery and equipment TAOISS 75,145 43,232 31,913 
Computer equipment 14 to 25 2,675 1,529 1,146 
Furniture and fixtures 10 to 33 1,806 1,087 719 
Leasehold improvements 10 to 25 8,530 2,090 6,440 
Construction in progress _ 2,387 - 2,387 
Machinery and equipment held under capital leases WOE 3,741 1,264 2,477 
$ 109,926 $ 56,020 $ 53,906 
1998 
Accumulated Net 
Rates Cost depreciation amount 
Land —-% § 20 $ - $ 20 
Buildings 5 to 20 L555 1,834 5,701 
Vessels 8 to 1] 8,087 4,100 3,987 
Machinery and equipment TAOSS 68,387 39,645 28,742 
Computer equipment 14 to 25 2,616 1;oo3 1,083 
Furniture and fixtures 10 to 33 2,118 1,521 597 
Leasehold improvements 10 to 25 4,139 1,410 2,729 
Construction in progress - 2,417 — 2,417 
Machinery and equipment held under capital leases 7 to 33 1,745 862 883 
$ 97,064 $ 50,905 $ 46,159 
Other assets ae) eee 
Goodwill 
Cost $ 13,201 Sees plOn 
Accumulated amortization 9,627 9,281 
3,574 3,820 
Other 548 - 
$ 4,122 $ 3,820 


Short-term bank loans 


The lines of credit at rates varying from banker's prime rate to banker's prime rate plus 2%, total $17,970,000 and are secured by a movable 
hypothec covering the Company's eligible accounts receivable and certain other assets. As at December 31, 1999, these assets amount to 
$3 1,312,000 ($30,522,000 in 1998) and the lines of credit used amount to $6,168,000 ($5,617,000 in 1998). 
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Ve Long-term debt 1999 1998 


Bank loans, secured by a movable hypothec of an amount of $18,000,000 covering the moveable 
assets and the machinery and equipment of the Company 
+ bearing interest at 8.17%, payable in quarterly installments of $350,000, maturing in 2001 $ 2,100 $s DOO 
+ bearing interest at 7.12%, payable in quarterly installments of $178,571 and a final payment 


of $1,607,143, maturing in 2002 3,571 4,286 
+ bearing interest at prime rate, payable in quarterly installments of $250,000, beginning in 2001, 
maturing in 2006 (1) 5,000 - 


Bank loan, bearing interest at prime rate, payable in annual installments of $500,000, secured by a movable 
hypothec covering vessels, shares of a joint venture and accounts receivable, repaid in 1999 - 500 


Notes payable 
+ bearing interest at 7.37%, secured by fixed assets representing a net book value of $9,562,000, 


payable in quarterly installments of $180,413, maturing in 2003 2,887 3,833 
+ bearing interest at 7.37%, secured by certain machinery and equipment representing a net book 
value of $3,098,000, payable in monthly installments of $57,830, maturing in 2003 2,776 3,685 
+ bearing interest at 7%, secured by a letter of guarantee for an amount of $2,094,000, payable 
in monthly installments of $64,655, maturing in 2002 1,720 Dey) 
+ bearing interest at rates varying from 8.3% to 11.5%, secured by a movable hypothec covering 
all the assets of a joint venture, payable in monthly installments of $20,055, maturing in 2004 885 767 
* bearing interest at prime plus 0.5% and at 9%, payable in monthly installments of $3,914, 
maturing in 2006 236 288 
* non-interest bearing, payable in quarterly installments of $12,500, maturing in 2001 63 LS 
Preferred shares of a subsidiary, held by a third party, redeemable in annual installments of $67,500 
maturing in 2000 67 135 
Obligations under capital leases, bearing interest at rates varying from 8% to 11.54% and at prime rate 
plus 0.75% up to 2%, payable in monthly installments maturing up to 2003 2,135 839 
21,440 20,298 
Current portion of long-term debt 5,072 5,651 


$ 16,368 $ 14,647 


(1) In February 2000, the interest rate of this debt was fixed at 7.87%. 


The long-term debt matures as follows: 


Obligations under capital leases Other debts Total 

Principal 

Minimum repayments 

Years payments Interest Principal Principal required 
2000 $ 655 $ 164 $ 491 $ 4,581 $ 5,072 
2001 517 131 386 4,298 4,684 
2002 888 88 800 5,108 5,908 
2003 462 4 458 2,650 3,108 
2004 - - - 1,132 1,132 
Thereafter - - - 1,536 1,536 


$ 2,522 $ 387 $ 2,135 $ 19,305 $ 21,440 


8. Financial instruments 


The financial risk is the risk to the Company's income that arises from fluctuations in interest rates and foreign exchange rates, and the 
degree of volatility of these rates. The Company does not presently use derivative instruments to reduce its exposure to interest. The foreign 


currency risk is managed due to the fact that the American subsidiaries have sufficient total cash inflow to meet their disbursements in 
United States currency. 


Credit risk arises from the potential that a counterparty will fail to perform its obligations. The Company conducts a thorough assessment of 
credit issues prior to committing to the investment and actively monitors the financial health of its investees on an ongoing basis. In addition, 


the Company is exposed to credit risk from customers. However, the Company's businesses have a large number of diverse customers 
which minimizes concentration of credit risk. 


Fair values of financial assets and liabilities and long-term debt approximate the carrying amounts at which these instruments are recorded 
in the consolidated balance sheets. 
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9 Capital stock 


Authorized 


30,000 Class A Preference Shares, 6.5% cumulative and fixed dividend, redeemable at their par value of $100 each 


Unlimited 
number — of Class A Common Shares, without par value, 30 votes per share, convertible into Class B Subordinate Voting Shares at the 
holder's discretion 
Unlimited 


number _ of Class B Subordinate Voting Shares, without par value, one vote per share, entitling their holders to receive a dividend equal 
to 110% of any dividend declared on each Class A Common Share 


1999 1998 
Issued and paid 
3,930,697 Class A Common Shares (4,172,700 in 1998) $ 5,195 wm Bip ilS 
2,622,764 Class B Subordinate Voting Shares (2,331,261 in 1998) 7,975 7,439 


$ 13,170 $ 12,954 


On May 11, 1999, there was a 3 for 1 stock split on Class A Common Shares and Class B Subordinate Voting Shares. The number of shares 
from the previous year was recalculated to reflect the stock split. 


During the year, the Company issued 45,000 Class B Subordinate Voting Shares for options exercised for a cash consideration of $157,500. 
In addition, 242,003 (158,274 in 1998) Class A Common Shares were converted into 242,003 (158,274 in 1998) Class B Subordinate 
Voting Shares. 


In 1998, the Company issued 60,000 Class B Subordinate Voting Shares for a cash consideration of $660,000. 


In 1997, the Company adopted an Employee Stock Purchase Plan for certain employees and a total of 150,000 Class B shares of the Company 
have been reserved. During the year, 4,500 (6,600 in 1998) shares were issued for a cash consideration of $58,320 ($68,530 in 1998). 


The Company has reserved 400,000 (150,000 in 1998) Class B Subordinate Voting Shares for the exercise of a stock option plan. As at 
December 31, 1999, 150,000 of the reserved shares were granted. 


Under another agreement, 30,000 options on Class B Subordinate Voting Shares were reserved and granted. 


The options were granted under the following conditions: 


Number of shares Price Expiry date 
75,000 6.17 July 15, 2003 
60,000 10.67 March 11, 2004 
15,000 10.92 March 11, 2005 
30,000 12.67 April 20, 2006 


1 O. Statement of cash flows 


A) Items not affecting cash 


1999 1998 
Depreciation and amortization $ 8,907 $ 7,987 
Deferred income taxes 555 (104) 
Other (750) (377) 


$ 8,712 See 06 


B) Changes in non-cash working capital components 


1999 1998 
Accounts receivable $ 1,771 $ (5,842) 
Income taxes (1,254) 6 
Prepaid expenses (714) (849) 
Accounts payable and accrued liabilities (2,533) 3,587 
Deferred revenues (589) 725 
Working capital in acquisition of businesses 318 1,665 


$ (3,001) $ 292 
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T O. Statement of cash flows (cont'd) 


©) Supplemental information 


1999 1998 


D) Cash and cash equivalents 
Cash comprises cash and short-term investments. 


1 1 . Acquisition of businesses 


Acquisition of a business 
In April 1999, the Company invested an amount of $7,000,000 to purchase net assets for new operations in the handling of bulk and general 
cargo at the port of Montreal. 


Assets and liabilities acquired at fair values are as follows: 


The purchase agreement includes a conditional clause with regards to the signature of a contract with a client and the maintenance of a 
determined minimum level of activities. If the condition is met, the Company will pay the seller an amount of $200,000 annually, bearing 
interest at 7%, for a five-year period. 


Acquisition of subsidiaries 

On April 21, 1998, the Company acquired 100% of outstanding common shares of Marine Port Terminals, Incorporated, effective January 1, 1998, 
for a cash consideration of US$6,189,000 (C$8,845,000). This company leases terminal facilities in Brunswick, Georgia and specializes in bulk 
and break bulk marine terminal activities. 


On June 3, 1998, the Company acquired 62.5% of the outstanding shares with voting rights of Sanexen Technologies Inc. for a cash consider- 
ation of $463,000. On March 10, 1999, the remaining shares (37.5%) were acquired for a cash consideration of $100,000. This company’s 
main activity consists in the repair of pipes and aqueducts without excavation. 


Assets and liabilities acquired at fair values are as follows: 


1999 1998 


1 2. Commitments 


The Company is committed until 2016, under lease agreements to rent offices and port facilities for an amount of $59,581,000. The minimum 
amounts payable over the next five years are as follows: 


2000 2001 2002 2003 2004 
$7,968 $7,958 $5,731 $5,524 $5,400 
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1 4 Contingencies 


* As at December 31, 1999, the Company had outstanding letters of guarantee for an amount of $1,323,000 ($1,447,000 in 1998) relat- 
ing to financial guarantees issued in the normal course of business. 


* In 1997, the Company received a grant for an amount of $1,000,000. This grant was accounted for as a reduction in fixed assets. This grant 
is conditional upon attaining a determined payroll expense until 2002. Under default circumstances, the grant is repayable in total or in part. 
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Pension plans 


The defined benefit pension plans are guaranteed by the Company. An actuarial valuation was made in order to determine the present value 


of accrued pension benefits based on the basic remuneration of employees estimated until their retirement. The pension plan assets are 
calculated on market-related values. 


As at December 31, 1999, these pension plans showed a surplus as follows: 


1 =} Equity in joint ventures 


The Company's operations include joint ventures which are accounted for by the proportionate consolidation method. The Company's 50% 
equity interests are in the following joint ventures: Termont Terminal Inc., Transport Nanuk Inc., Nortec Marine Agencies Inc., Baltimore Forest 
Products Terminals, Quebec Mooring Inc., Soterm Inc. and M.S.J.-Logistec Stevedoring. 


The Company's investments in and tts proportionate share of joint venture operations are summarized as follows: 
1999 1998 


1999 1998 
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1 6. Segmented information 


at 


The Company and its subsidiaries operate in two reportable industry segments: the marine services and the environmental services. 


The financial information by industry and geographic segments is as follows: 


Industry segments 


1999 

Revenue 

Interest on short-term and long-term debts 
Amortization and depreciation 

Income from operations 

Share in the results of affiliated companies 
Income taxes 

Acquisition of fixed assets and goodwill 


1998 

Revenue 

Interest on short-term and long-term debts 
Amortization and depreciation 

Income from operations 

Share in the results of affiliated companies 
Income taxes 

Acquisition of fixed assets and goodwill 


Geographic segments 


1999 
Revenue 
Fixed assets and goodwill 


1998 


Revenue 
Fixed assets and goodwill 


. Comparative figures 


Certain figures for the prior year have been reclassified in order to conform to the presentation adopted in the current year. 
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Marine 
Services 


$ 156,170 
2,443 
8,554 
9,874 

668 
3,842 
8,510 


$ 149,987 
2,346 
7,405 
10,288 

321 
4,157 
14,805 


Canada 


$ 108,178 
39,373 


$ 96,641 
33,690 


Environmental 
Services 


$ 11,303 
27 

353 

331 


$ 12,975 
27 

582 

1,038 

469 

239 


WES: 


$ 59,295 
18,108 


$ 66,321 
16,289 


Total 


$ 167,473 
2,470 
8,907 

10,205 
668 
4,058 
8,904 


$ 162,962 
2,373 
7,987 
11,326 

321 
4,626 
15,044 


Total 


$ 167,473 
57,481 


$ 162,962 
49,979 
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Divisions 


MARINE SERVICES 


STEVEDORING AND 
TERMINAL DIVISION 


HEAD OFFICE 

Logistec Stevedoring Inc. 

360 St. Jacques Street, Suite 1500 
Montréal, Québec H2Y 1P5 

Tel.: (514) 844-9381 

Fax: (514) 842-1262 

E-mail: info@logistec.com 

Internet: www.logistec.com 


CANADA 


BAYSIDE, NEW BRUNSWICK 
Canada Enterprises Stevedoring 
and Terminals Ltd. 

Tel.: (506) 529-4769 

Fax: (506) 635-1645 


CHURCHILL, MANITOBA 
Logistec Stevedoring Inc. 
Tel.: (204) 675-2414 
Fax: (204) 675-2736 


CONTRECCEUR, QUEBEC 
Logistec Stevedoring Inc. 
Terminal Maritime Contrecoeur 
Tel.: (450) 587-2073 

Fax: (450) 587-8570 


GROS CACOUNA, QUEBEC 
Logistec Stevedoring Inc. 
Tel.: (418) 867-2799 

Fax: (418) 867-4159 


HALIFAX, NOVA SCOTIA 

Logistec Stevedoring (Atlantic) Inc. 
Tel.: (902) 422-7483 

Fax: (902) 423-2013 


MONTREAL, QUEBEC 
Logistec Stevedoring Inc. 
Tel.: (514) 255-6623 
Fax: (514) 259-1545 


Termont Terminal Inc. 
Tel.: (514) 254-0526 
Fax: (514) 251-1952 


NEWCASTLE, NEW BRUNSWICK 
Logistec Stevedoring Inc. 

Tel.: (506) 622-7039 

Fax: (506) 622-7612 


POINTE-AU-PIC, QUEBEC 
Logistec Stevedoring Inc. 
Tel.: (418) 665-7571 

Fax: (418) 665-4258 
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QUEBEC, QUEBEC 
Logistec Stevedoring Inc. 
Tel.: (418) 522-7161 
Fax: (418) 522-8013 


SAINT JOHN, NEW BRUNSWICK 
Autoterm 

Tel.: (606) 635-1910 

Fax: (506) 635-8638 


Logistec Stevedoring (Atlantic) Inc. 


Brunswick Terminals 
Rodney Container Terminal 
Tel.: (606) 635-4500 

Fax: (506) 635-4515 


Canada Enterprises Stevedoring 
and Terminals Ltd. 

Tel.: (506) 635-1600 

Fax: (506) 635-1645 


Logistec Stevedoring (Atlantic) Inc. 


Forest Products Terminal 
Forterm 

Tel.: (506) 635-1910 
Fax: (506) 635-8638 


SEPT-ILES, QUEBEC 
Logistec Stevedoring Inc. 
Tel.: (418) 962-7638 
Fax: (418) 962-7815 


SOREL, QUEBEC 
Logistec Stevedoring Inc. 
Tel.: (819) 379-0811 
Fax: (819) 379-2996 


THUNDER BAY, ONTARIO 
Canadian Grain Trimmers 
Tel.: (807) 345-2301 

Fax: (807) 343-4243 


Selkirk Terminals Limited 
Tel.: (807) 344-1393 
Fax: (807) 343-4243 


TORONTO, ONTARIO 
Logistec Stevedoring Inc. 
Tel.: (416) 465-2477 
Fax: (416) 465-4254 


TROIS-RIVIERES, QUEBEC 

J.C. Malone & Company Limited 
Logistec Stevedoring Inc. 

Tel.: (819) 379-0811 

Fax: (819) 379-2996 


VALLEYFIELD, QUEBEC 
Valtec 

Tel.: (450) 377-6686 
Fax: (450) 377-2521 


UNITED STATES 


BALTIMORE, MARYLAND 
Baltimore Forest 

Products Terminals (BalTermm) 
Tel.: (410) 633-4415 

Fax: (410) 633-4855 


BRIDGEPORT, CONNECTICUT 
Logistec Connecticut Inc. 

Tel.: (203) 469-1391 

Fax: (203) 469-0905 

Fax operations: (203) 469-1318 


BRUNSWICK, GEORGIA 

Marine Port Terminals, Incorporated 
Logistec Stevedoring U.S.A. Inc. 
Tel.: (912) 264-4044 

Fax: (912) 267-6352 


BURNS HARBOR, INDIANA 
American Grain Trimmers Inc. 
Tel.: (218) 727-8592 
Fax: (218) 727-0777 


CHICAGO, ILLINOIS 
American Grain Trimmers Inc. 
Tel.: (218) 727-8592 
Fax: (218) 727-0777 


DULUTH, MINNESOTA 
American Grain Trimmers Inc. 
Tel.: (218) 727-8592 

Fax: (218) 727-0777 


MILWAUKEE, WISCONSIN 
American Grain Trimmers Inc. 
Tel.: (218) 727-8592 

Fax: (218) 727-0777 


NEW HAVEN, CONNECTICUT 
Logistec Connecticut Inc. 

Tel.: (203) 469-1391 

Fax: (203) 469-0905 


NEW LONDON, CONNECTICUT 
Logistec Connecticut Inc. 

Tel.: (860) 444-1329 

Fax: (860) 444-1359 


PHILADELPHIA, PENNSYLVANIA 
Philadelphia Forest 

Products Terminals (PhilTerm) 
Tel.: (215) 551-3060 

Fax: (215) 551-3815 


SUPERIOR, WISCONSIN 
American Grain Trimmers Inc. 
Tel: (218) 727-8592 

Fax: (218) 727-0777 


TOLEDO, OHIO 

American Grain Trimmers Inc. 
Tel.: (218) 727-8592 

Fax: (218) 727-0777 


MARINE SERVICES 
SHIPPING AGENCY 
DIVISION 


CANADA 


QUEBEC, QUEBEC 

Ramsey Greig & Co. Ltd. 

Tel.: (418) 525-8171 

Fax: (418) 525-9940 

E-mail: ramseyqbc@logistec.com 


SOREL, QUEBEC 

Sorel Maritime Agencies Inc. 

Tel.: (450) 743-3585 

Fax: (450) 743-0727 

E-mail: agency@sorel-maritime.qc.ca 


THUNDER BAY, ONTARIO 
Lakehead Shipping Company Limited 
Tel.: (807) 345-1494 

Fax: (807) 345-0467 

E-mail: lakeship@tbaytel.net 


TROIS-RIVIERES, QUEBEC 
Ramsey Greig & Co. Ltd. 

Tel.: (819) 379-2854 

Fax: (819) 379-7381 

E-mail: ramseyqbc@logistec.com 


NAVIGATION DIVISION 


MONTREAL, QUEBEC 
Transport Nanuk Inc. 

Tel.: (514) 597-0186 

Fax: (514) 523-7875 
E-mail: agagnon@nanuk.ca 


ENVIRONMENTAL 
SERVICES 


LONGUEUIL, QUEBEC 


Sanexen Environmental Services Inc. 


Tel.: (450) 646-7878, 
1-800-263-7870 

Fax: (450) 646-5127 

E-mail: info@sanexen.com 

Internet: www.sanexen.com 


TORONTO, ONTARIO 


Sanexen Environmental Services Inc. 


Tel.: (416) 622-5011 
Fax: (416) 622-5823 


Bélanger Rheault Communications Design Ltée 
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